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Re: HB. 2605, H.D. 2S.D. 1, Relating to Transient Accommodations

The Department of Taxatigupports the intent of H.B. 2605, H.D. 2, S.D. 1, and offers
the following comments regardirtige tax provision$or the Committee’sonsideration.

The following is a summary of key tax provisiasfsPart | of H.B. 2605, H.D. 2, S.D. 1,
which is effective upon approval

Duties as Tax Collection Agent

X A transient accommodations broker who voluntarily registers as a tax collection agent
will be required to report, collect, and pggneral excise tax (GEBnhdtransient
accommodations taxAT) on behalf of all of its operators and plan managers for

transient accommodations booked directly through the registered agent.
X The registered agent’s operators and plan managers will be required to be licensed under

chapters 237 and 237D, Hawaii Revised Statutes (HRS).

Reporting Requirements

x The registered agent must provide the following information in a cover sheet with every
tax return filed with the Department: the name, address, and licemsiéigdéon number

of each operator; the address of each transient accommodation; the number of nights that

each transient accommodation was rented; the amount of tax being remitted for each
transient accommodation; and the amount of income reportabéeleraf form 1099 for
each transient accommodation.
X The registered agent must disclose the information in the cover sheet to the planning
director or any county official.
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Compliance with Land Use Laws
X Prior to advertising a property, the registered agent shall: (1) notify the operator that the
property is required to be in compliance with applicable land use laws; (2) require the
operator to provide the transient accommodations humber and local contact and include
said information in the advertisement; (8yjuire the operator to provide verification of
compliance with state and county land use laws; and (4) require the operator to attest that
the property is in compliance with applicable land use laws.

The Department requests that the bill is amendeda&e Part apply to tax years
beginning after December 31, 2018 to allow the Department sufficient time to make the
necessary form and computer system changes

Thank you for the opportunity to provide comments.
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Senator Donovan M. Dela Cruz, Chair
Committee on Ways and Means
Hawai'‘i State Capitol, Room 211
Honolulu, HI 96813

Senator Gilbert S.C. Keith-Agaran, Vice-Chair
Committee on Ways and Means

Hawai‘i State Capitol, Room 211

Honolulu, HI 96813

Dear Chair Dela Cruz, Vice-Chair Keith-Agaran, and Committee Members:

Re: HB 2605, HD 2, SD 1 Relating to Transient Accommodations
Hearing Date: 04/03/2018 — 10:00 am; Conference Room 211

Thank you for the opportunity to comment on HB 2605, HD 2, SD 1. | will leave
most of the details of this bill to others, and limit my remarks to the proposed civil
penalty and to Section 7 of SD 1.

SECTION 7

“SECTION 7. Upon the establishment by a county of a process for
providing verification of compliance by an operator or plan manager
with that county's land use ordinances, the State shall transfer, from
the transient accommodations tax revenues, up to $1,000,000 to each
county for implementation or enforcement of those land use
ordinances.

First, | cannot be certain from the language whether these monies are meant to
replace or to supplement the TAT funds that the counties presently receive. Only if
these payments would be in addition to current allocations, could Hawai‘i County
support it. This issue is especially important since the Attorney General, in a hearing on
an earlier version of this bill, raised a question as to whether “the $4,000,000 allocation
to the counties is meant to come out of the TAT revenues before section 237D-
6.5(b)(4)'s $103,000,000 allocation to the counties.” We think it is clear that this “up to
$1,000,000” for each county is separate and in addition to the $103,000,000 County
portion of the TAT, but would ask that this be reemphasized.
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